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VSanDie40County creditUnim-

April 1 , 2009 

The Honoftble Michael E. Fzyzel 
Chairman 
NatiotW. Cu.dit UaioslAdministtaUon 
1775 Duke Street 
.Ale:d.D.<bia. VA 22314-3428 

'Ihe Honoxable R.odAey B. Hood 
Vice Cbairtmm, Nstioml C-ut Union AdmiD.iau:ation 

The HOSlO1'ab1e Gi&i Hyland 

Board Member, NatioDIl Credit Union ~ 


P. 2NO. 2995 

RE: Co1»meDca 01\ the Advance Notice ofP.ropoaeclll111emakMg and Request fm Comment 
(ANPR) fot Parr 704 . 

Dear Cbtirtnan Fryzel, VICe Chtknlla Hood. and Board Member Hyland: 

On behalf of San Diego COWlty CredIt Union, I appn=ciate the oppo.rtun:ity to COblDlellt on the 
NCUA-,ANPB.. As a membet o£WesCmp and a ~J: iD Sou1hwest Corpoute Ctedit Union, 
we mly hccrily 011 tb.eae mstitnOoN to invest our excess liquidhy and occasion.By use WesCoxp as a 
sotuce of liquidity. 0vetIll we feel tM eoq,otate a:edit onion system. it tneetiDg the needs of oatw:tl 
penon creditunions, but 'We .tecogoize they need to bettet contml tisk and inaeue capitBl. 

Below ate ow: terotnmendations conceming the ANPR.: 

Ptgmcpt Snrsn 

The paytm:nt system ehoald remain with ~ aedit u.niotIs Ii:or.e it is a -eo:a:e bualnen and helps 
to inaeue e2miags and 0IpiDl. Liquidity ~entpnc:dcea ehould be enhanced £or this speci£k.. line of1Nainess. Additioollly, apptopriste ~ to tMuCC oveallrisk $hould be made which ate..... 

Dill discussed 'below and would be ttdlic:ieat to ret:raio. these services in eorpotate credit unions. 
a..,. 
CiiIIIINt LiQvjdity and Iklridity M_ann_ 
ft1.GIIII 

Liqui.dity·ehould rcnaia a cote ser:viee for COJ:P<'fate a.edit unions. CoJ:pomte aedit unions should 
TalFtw strengthen liquidity management prKti<:es and have Inoadened access to the a..F with a permanent 
(fT7J SDCCIJ.4II.iru:I!ease in the tM.;rrrum allowable limit.. 
(mInt. 

Two Iter SYfR:m - US Central ........... 

~·t1 The wholesale stmct'U1'e of US Central resulta iD too n:w.ch coneenuation of risk, and itIadeq1Kter", " 
, ~ capital and etmings a.c:cwnulttion. It abaWd be converted to 111 eatity that provides off-balance
I"
I' 
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sheet services to corporate credit unions and/o't to a retail corporate credit union. They should 
create a business plan thAt provides an otderly tmnsition petiod. 

Field ofMm;nbmhip 

National field of menibctships should exist and (;apital contttbutions should be requited in each 
ootpo!ate c:tedit union that natutal penon credit unions conduct business with. The (;apital 
requiteme.o.t should be based on business volume such as total share deposits, loans outStanding. 
ttansactions p.roc:;essed, etc. with an appropriatt minimum based on uset size. Additionally, 
competition between coq>On.te credit unions would be ptedicted to be evened by the capital 
requiremetttll and otbe:c ,risk mitigation measmes diseussed below. This would allow l1~tural penon 
aedit llllions to appropriately diversify, but still. .reduce ova--<:ompetition between co:tpOrate credit 
unions. 

Coqwrate Capital 

The Core Capital Ratio should be inaeased to 4 pez:cent .nd the Total Capiral R..tio should be 
in~ to 7 peteent. Risk-based capital requi:cemettts should be .implemented consistent with other 
federally regulated fi1\Af1ciaJ institutions_ COrpOfate credit uoions and natur:al person credit unions 
should. have a .riU-bued capital ~t of 100% far capit'al investments in £inancW. institutions 
to e:nsute that the aedir: uaion system can perfoxm under severe economic: stress. Credit unions 
should be able to comply with new capital tequirements over a tra.nsition period. 

The Membership Capital Shares w:i.tb.duwall1otice period should be increased nom 3 to 5 YeaJ:S. 
Oownwud ~djU8'bnents to Membership Capital Shares should be consistent with the length of the 
l10tice period; therefore, downwud adju&t:ments should look backward 5 yean using the highest 
MeS balance in the calculation. 

PwniRsible Investmonts 

The most important .recommendations regarding the ANPR OODce:tll the risk in invest:tnents 91ld ate 
1isted below: 

• 	 Prohibit investment purchases with Sub-Prime collateral; 
• 	 Prohibit pun:hases ofCOO investments which ate unnecesswy complex; 
• 	 Prohlbit investment purchases with mixed lnortgage coIatetal grades such as Prime with Alt

A, This would lmke invest:metlts mote compuable and pledieaab1e, and reduce the risk of 
ma:.tket dislocation for these secm:ities; 

• 	 Prohibit investnlent purchases that ate 110t investment grade when disregarding credit 
default enhancements; 

• 	 Implement concentration limits by sectot; 
• 	 Implement conce.ntratiol1limits by issuer; 
• 	 Implement concentration limits for private la.be1 securities; 
• 	 Implement concentration limits by investment grade. Additionally~ disregatd credit default 

enhancements when I credit default insuter falls below investn::tent grade. 
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RjM: Msp'F!Dmt 

COlpOmr.e credit unions should. uMet$t!lnd the entire stJ:uet\.1.re of an investment; not just the 
pottion that they ate buying. Both the entire it1veaUneDt _ the portion beiDg ~onsideted for 
purchase should be expIa;ned and documented for: '(be Portfolio Ma.oagcment Deputment, the 
Credit Sc:rriees Department, and Seoiot Management. If either the e.n.tU:e invutment or the portion 
being con.sideted cannot be reasonably understood. by the appIOvers or Senior Man.aement 
responsible for the approvetS. it should not be pudwed. Stres. t.e8t$ should be pctf'otmed £01' tll 
MCuUty purchases and monitored 8.tlt1ually, Thitd-patty investm.eD.t .risk tnanagemellt audics should 
be performed annually. New ~ vchicles should be ptolnbited unless approved by the 
NeUA. 

Coqtomte Gonmance 

Mernbem should elect the cotpol'ate c:tedit w:Iion bauds. No outside or paid direc:toJ:s thould be 
incblded on the board. No teJm limits should be put on board members, except the OWtpemon 
position should be limited to .. 5 yeu teml. Some board membets should have quaJification 
staruiatde &\ldl,.. fiG~ or accoun.ting degrees, deaigtJations or e%petic:nce. 

Tha.Ilk you fOl'the oppo.tWXlity' to provide ow: recmnmendauoQJ to the Bowl We urge the Boa.rd to 
seriously conaider them. along with the in.put £tom od:Aer n&tural person credit union and. ~rpoltr.e 
credit: unions. We consider the recommendations conceming permissible illveltmeDts the DlOst 

critical and desire prudent clwlp that Still ~ cotpomte adunions a viable business model 

Sincerely, 

~o~ 
hene Obe:rbauer 
President & CEO 
San Diego County Cxedit Union 
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